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TRANSLATOR’S 


PREFACE.  V . 


The  author  of  the  following  paper,  Professor  Emile  de  Laveleye,  of  Liege, 
Belgium,  has  for  many  years  occupied  a prominent  place  among  the  economists 
of  Europe.  He  has  been  a frequent  contributor  to  the  Revtu  des  Deux  Mon- 
des,  and  to  the  English  Fortnightly^  and  is  as  well  known  in  France  and  Eng- 
land, as  in  his  own  country.  He  is  at  the  present  moment  a conspicuous  adhe- 
rent of  the  new  historical  school  of  political  economists — the  “ Katheder  Social- 
isten”  of  Germany.  At  the  Adam  Smith  dinner,  he  defended  that  position  and 
shared  the  honors  of  the  occasion  with  M.  Leon  Say,  the  French  Finance 
Minister.  An  article  in  the  Revue  des  Deux  Mondes  for  July  15,  1875,  presents 
^ with  great  force  the  views  of  the  new  school.  After  the  English  crisis  of  1866, 
Professor  de  Laveleye  wrote  two  excellent  articles — also  in  the  Revue  des  Deux 
Mofides—on  the  ‘‘Money  Market,  and  its  crises  during  the  last  fifty  years.” 
About  a year  ago  he  published  in  the  Revue  de  Belgique^  of  which  he  is  one  of 
the.  editors,  a very  remarkable  article  on  “Protestantism  and  Catholicism  in  their 
relations  to  the  liberty  and  prosperity  of  nations.”  This  article  has  “gone  the 
rounds  of  the  world,”  having  been  translated  into  nine  languages,  the  French 
edition  alone  numbering  30,000  copies. 

. The  article  now  translated,  first  appeard  in  the  Revtie  de  Belgique^  and  has 
since  been  widely  circulated  in  pamphlet  form,  and  translated  into  German. 
As  a clear  and  vigorous  presentation  of  the  argument  in  favor  of  interna- 
tional bi-metalism,  it  ranks  with  the  best  productions  of  M.  Henri  Cemuschi, 
on  that  subject.  Little  remains  to  be  said  beyond  what  these  two  distinguished 
^ ^ financial  economists  have  written  about  it.  They  are  in  full  accord  in  respect 
to  the  object  to  be  attained,  namely,  the  general  adoption  of  silver  as  legal- 
tender  money,  in  common  wdth  gold,  on  the  basis  of  fifteen  and  a half  to  one, 
and  in  the  mode  of  attaining  it — ^by  an  International  Congress.  They  differ, 
however,  on  the  question  of  the  importance  of  increasing  the  volume  of  metallic 
money,  M.  de  Laveleye  maintaining  that  an  increased  amount  of  such  money 
is  a positive  benefit,  as  shown  by  the  enlarged  activity  of  all  industries  under 
the  stimulus  of  the  gold  of  California  and  Australia.  M.  Cemuschi,  on  the 
other  hand,  holds  rigidly  to  the  doctrine  that  it  makes  no  difference  w'hether 
the  volume  of  money  be  large  or  small,  as  it  inflexibly  determines  the  prices  of 
commodities  and  labor.  Perhaps  the  boldest  feature  of  M.  de  Laveleye’s 
paper,  is  his  defence  of  the  debtor  as  opposed  to  the  creditor  class,  and  his 
assertion  that  if,  as  he  admits,  an  increase  of  money  lightens  debts,  society  is 
interested  that  they  should  be  so  lightened,  and  that  the  resulting  good  far  more 
than  makes  up  for  the  partial  injustice  to  the  creditor.  Coming  from  a writer 
who,  in  his  financial  papers,  has  expressed  the  soundest  doctrines  respecting 
banking,  paper  money,  the  abuses  of  credit,  and  the  speculations  w'hich  lead  to 
crises,  the  views  of  M.  de  Laveleye  are  received  wdth  some  surprise,  and  not 
without  questioning.  M.  Cemuschi,  whose  respect  for  law,  for  perfect  justice, 
and  for  mathematical  precision,  admits  no  place  for  sentiment  in  the  treatment 
of  monetary  problems,  dissents  from  this  part  of  his  distinguished  friend’s  paper. 
It  is  likely  to  be  more  favorably  received  in  this  country,  not  only  by  the  paper 
money  party,  but  by  those  who  see  no  wrong  in  such  alleviations  to  the  bur- 
den of  debt  and  of  taxation,  as  result  from  the  development  of  the  resources 
and  powers  of  nature,  and  the  turning  to  account  of  those  hidden  treasure . 
which  the  Creator  has  stored  up  for  the  benefit  of  mankind. 
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BI-METALLIC  MONEY. 

‘^L'or  et  r argent"  par  M.  WoLOWSKi.  Money"  by  Stanley  Jevons, 

M.  A.,  F.  R.  S.  “Or  et  Argent.”  par  Henri  Cernuschi.  ‘ La  Monnaie 
Bimctalliqne"  par  le  meme.  “La  Question  Mon^taire,"  examen  du  syst'eme ^ et 
des  effets  du  double  etalon  suwant  les  idees  de  M.  Emile  de  Laveleye,  et  refu- 
tation des  doctrines  monetaires  de  M.  Malou,  Ministre  des  Finances;  par  M. 
Erere-Orban, 

The  monetary  question  interests  everybody.  We  all  have 
daily  dealings  with  money ; we  are  all  debtors  or  creditors 
for  money ; we  all  buy  what  we  need  with  money.  We  have 
all,  therefore,  an  interest  in  knowing  what  causes  the  value  ^ 

of  money  to  rise  or  fall,  and  consequently  the  rise  or  fall  of 
prices  ; for  the  condition  of  each  one  of  us  will  be  affected 
by  it,  from  that  of  Mr.  Rothschild,  who  handles  millions, 
down  to  that  of  the  workman  who  receives  his  daily  wages. 

The  decline  in  the  value  of  silver,  and  the  limitations  put 
upon  the  coinage  of  that  metal  in  the  countries  of  the  so 
called  Latin  Union,  have  drawn  public  attention  forcibly 
to  this  economic  problem. 

On  the  23d  of  April,  1876,  the  Belgian  Minister  of 
Finance  introduced  into  the  Representative  Chamber,  a bill 
authorizing  the  government  to  limit  the  coinage  of  five  franc 
pieces.  The  explanations  which  accompany  this  bill,  present 
some  very  interesting  facts,  supplementing  the  monetary  doc- 
uments published  by  M.  Malou,  in  1873.  Both  in  Belgium  ^ 

and  in  France,  certain  writers  are  insisting  anew,  and  with 
increased  earnestness,  on  the  adoption  of  gold  as  the  only 
money  which  shall  be  clothed  with  absolute  power  of  pay- 
ment. M.  Michel  Chevalier,  has  lately  expressed  that  opinion 
in  the  Revue  des  Deux  Mondes,  (No.  of  April  i,  1876,*)  M. 
Frere-Orban,  has  advocated  the  same  cause  with  his  usual 
eloquence,  in  a volume  recently  published  ; and  M.  P.  Leroy- 
Beaulieu  sustains  it  in  his  excellent  journal,  the  Economiste 
Francais,  invoking,  in  support  of  his  opinions,  every  favorable 
circumstance  as  soon  as  it  presents  itself. 

On  the  other  hand,  M.  Wolowski  in  his  valuable  work  Dor 
et  V argent ; the  Baron  de  Reinach  in  the  Journal  des  Debats ; 

M.  Cernuschi  in  the  Siecle,  and  in  several  short  publications 
remarkable  for  their  precision  of  language  and  clearness  of 
reasoning,  courageously  defend  bi-metallic  money.  In  Eng-  «*. 

land,  Mr.  Jevons  states  the  question  impartially,  but  with  too 
much  brevity,  in  a chapter  of  his  recent  book  on  Money, 
entitled  “ The  Battle  of  the  Standards.”  Being  myself  convinced 
that  the  universal  adoption  of  gold,  as  the  only  legal 
money,  would  be  a great  economical  mistake,  from  which 
the  business  of  the  whole  world  would  suffer  disastrous  con- 
sequences, I think  it  my  duty  to  endeavor  to  point  out  the 
serious  inconveniences  which  would  result  from  such  measure. 

*See  also  a second  article  on  this  subject  by  M.  Chevalier,  in  the  number  for  August  i,  1876, 
entitled  **La  Nouvele  Depreciation  de  Targent,  et  le  Double  Etalen,**  (Tr.) 
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BI-METALLIC  MONEY. 


A monetary  standard  is  that  money  which  has  an  unlim- 
ited power  of  liquidation  ; that  is  to  say,  by  means  of  which, 
all  payments,  however  large  the  amount,  can  be  effected. 
Certain  countries  like  England,  have  confined  that  privilege 
exclusively  to  money  of  gold,  others  to  money  of  silver,  as 
was  the  case  with  Holland  and  Germany,  until  a very  recent 
period.  The  system  adopted  by  these  nations  is  that  of  the 
single  standard.  Other  countries  have  accorded  the  privilege, 
at  the  same  time,  to  money  both  of  gold  and  silver,  establish- 
ing between  the  two  metals  a fixed  relation.  This  is  the  sys- 
tem of  the  double  standard,  which  is  in  force  in  the  countries 
belonging  to  the  monetary  ( Latin ) Union,  established  in 
1866,  namely,  France,  Belgium,  Italy,  Switzerland,  and 
Greece.  In  the  countries  of  the  Union  the  relation  of  value 
between  gold  and  silver,  is  fixed  by  law  at  one  to  fifteen  and 
a half.  It  results  from  this  that  one  can  pay  for  what  he 
buys,  or  discharge  a debt  which  he  owes,  by  giving  at  his 
option,  a kilogram  of  gold,  or  fifteen  and  a half  kilograms 
of  silver,  in  standard  money,  containing  900  thousandths  of 
fine  metal,  and  100  thousandths  of  alloy.  Coins  of  one  franc, 
two  francs,  and  fifty  centimes,  are  no  longer  standard  money, 
inasmuch  as  they  contain  only  835  thousandths  of  fine  metal  ; 
the  crown  [feu  ) of  five  francs,  alone  maintains  that  privi- 
lege. Five  coins  of  one  franc  contain,  therefore,  sixty-five 
thousandths  of  silver  less  than  a single  coin  of  five  francs, 
and  have  a proportionate!}’’  smaller  value. 

What  is  demanded  by  partisans  of  the  single  standard,  in 
the  countries  of  the  monetary  Union,  is  to  deprive  the  five 
franc  piece  of  its  legal  tender  quality,  and  to  reduce  it  to 
the  condition  of  token  money.  It  would  then  be  legal  tender 
only  to  the  amount  of  fifty  francs  in  a single  payment.  The 
arguments  by  which  they  justif)’’  this  demand  are  the  fol- 
following  : 

First. — The  fall  in  value  of  the  metal  silver.  This  fall  is  now 
from  eight  to  ten  per  cent. ; which  means  that  a hundred 
francs  in  silver  bullion  are  worth  only  ninety  francs  in  gold 
bullion.  The  report  which  accompanied  the  bill  for  restrict- 
ing the  coinage  of  silver  in  France,  which  was  recently  pre- 
sented to  the  French  Chambers,  by  the  Minister  of  Finance, 
recites  accurately  the  causes  of  that  decline.  “The  causes  of 
the  depreciation  of  silver,”  says  M.  Leon  Say,  “are  numerous, 
and  the  influences  of  each  of  them  is  differently  felt.  They 
may,  however,  be  reduced  to  three  ; the  first  of  these 
is  the  demonetization  of  silver  in  Germany,  and  the 
forced  exportation  of  that  metal,  which  has  resulted  from  it. 
The  silver  exported  has  had  to  be  sold  to  obtain  the  gold 
with  which  to  make  the  new  German  coins,  which  are  to 
take  the  place  of  the  silver  thalers  and  florin  pieces  of  the 
old  system. 
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“ The  second  cause  is  the  increased  production  of  silver 
mines  in  the  United  States. 

“The  third  is  the  considerable  decline  which  has  taken  place 
in  recent  years,  in  the  export  of  silver  bullion  and  silver 
coins  to  British  India.  That  decline  is  due  to  the  failure  of 
Indian  harvests,  to  the  famines  which  have  followed  that 
failure,  and  to  changes  which  have  taken  place  in  the  kinds, 
quantities,  and  value  of  the  products  exchanged  between 
Europe  and  India.  It  is  also  due  to  the  increased  expendi- 
tures of  the  Indian  Government  in  England,  for  the  payment 
of  pensions  to  retired  public  servants,  and  of  interest  on 
English  capital  invested  in  India.  These  payments  are 
effected  by  the  export  of  merchandise  from  India  to  England, 
and  the  adjustment  of  balances,  which  used  to  be  made  in 
silver,  is  now  effected  by  set-offs.” 

M.  Leon  Say  is  of  the  opinion  that  the  first  of  these  three 
causes  will  have  a limited  effect,  while  the  other  two  will  be 
more  lasting,  although  the  duration  of  them  cannot  be  cal- 
culated with  any  accuracy.  M.  Michel  Chevalier  and  the 
gold  party,  are  alarmed  at  the  increase  in  the  production  of 
silver  in  the  Far  West  of  the  United  States.  Fifteen  years  ago 
the  production  of  that  region  was  insignificant  ; it  has  now 
risen  to  175  millions  of  francs  a year,  and  the  estimates 
reach  as  high  as  300  or  400  millions,  in  the  early  future. 

If,  it  is  said,  the  countries  of  the  monetary  Union  had  not 
restricted  the  coinage  of  silver  money,  by  an  international 
compact  which  has  been  annually  renewed  since  1866,  dealers 
in  bullion  would  have  taken  advantage  of  the  increasing 
depreciation,  to  displace  the  gold  coinage  with  heavy  and 
inconvenient  five  franc  pieces,  and  in  so  doing  they  would 
have  made  a profit  of  ten  per  cent.  We  should,  in  that 
event,  have  had  nothing  left  but  a cumbersome  and  depre- 
ciated money,  which  was  losing  value  every  day,  in  propor- 
tion as  the  production  of  silver  kept  on  increasing. 

Second. — The  fact  that  a country  using  depreciated  silver 
money,  would  lose  relatively  to  countries  having  gold  money, 
the  latter  having  proportionately  increased  in  value.  The  coun- 
try using  silver  would  have  to  pay  for  its  purchases  in  foreign 
countries,  with  gold,  at  a premium,  and  would  lose  that 
premium.  On  the  contrary,  the  country  which  uses  gold 
would  gain  the  premium,  by  paying  for  its  purchases  in 
silver-using  countries,  in  gold,  the  metal  which  commands  it. 
Thus  France  would  pay  more  dearly  for  English  products, 
and  England  would  obtain  French  products  at  a lower  figure. 

Third. — That  the  system  of  the  double  standard  is  the  exact 
opposite  of  what  a good  measure  of  value  ought  to  be.  As 
stated  by  Locke,  “ to  take  as  measures  of  value,  things  which 
do  not  bear  a fixed  and  invariable  relation  to  each  other, 
would  be  like  choosing  for  a measure  of  length,  an  object 
which  was  liable  to  be  lengthened  and  shortened.”  It  is 
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necessary,  therefore,  as  they  claim,  that  there  shall  be  in  each 
country  only  one  metal,  which  shall  serve  the  triple  purpose 
of  money  of  account,  liquidator  of  obligations,  and  measure 
of  values.  They  assert  that  it  is  the  height  of  absurdity,  and 
contrary  to  all  economical  principles,  to  attempt  to  maintain 
between  gold  and  silver  the  constant  relation  of  one  to  fifteen 
and  a half.  That  relation  is  purely  arbitrary.  Why  not  as 
well  fix  it  at  one  to  seventeen,  or  eighteen,  or  at  one  to  ten 
or  twelve  ? The  value  of  the  two  metals  is  determined  bv 
the  law  of  supply  and  demand,  that  is  to  say,  by  their  pro- 
duction, on  the  one  hand,  and  by  the  use  which  is  made  of 
them  on  the  other.  The  production  and  use  of  gold  and  sil- 
ver do  not  vary  at  the  same  moment,  nor  under  the 
influence  of  the  same  causes.  Their  relation  to  each  other 
must  constantly  change ; it  is  not,  therefore,  within  the 
province  of  law  to  fix  it  once  for  all.  It  is  as  impossible  as 
to  fix  the  price  of  wheat  b}^  public  edict,  as  was  vainly 
attempted  by  the  law  of  the  maximum'' 

Fourth, — The  double  standard  is,  really,  only  an  alternative 
standard.  No  country  can  keep  in  circulation  more  than  one 
of  the  two  metals  at  a time,  either  gold  or  silver,  and  the 
metal  most  valuable  at  the  time  is  the  one  which  always 
disappears,  the  most  depreciated,  the  one  which  remains. 
The  reason  is  simple ; speculators  buy  up  the  depreciated 
metal,  cause  it  to  be  coined,  exchange  it  for  the  metal  which, 
as  compared  with  the  other,  is  at  a premium,  and  gain  the 
difference.  Twenty  years  ago  they  sold  silver,  which  they 
replaced  with  gold  ; to-day  they  would  sell  gold  and  replace 
it  with  silver,  if  they  had  the  power  to  get  it  coined.  The 
operation  is  a very  simple  one.  A gold  napoleon  is 
worth  in  the  home  market  no  more  than  four  five  franc 
pieces  ; but  abroad  these  four  five  franc  pieces  are  worth 
two  and  one  half  francs,  or  one  franc  and  a half  less  than 
the  napoleon.  To  gain  this  difference,  less  the  expenses  of 
the  operation,  it  is  only  necessary  to  exchange  the  five  franc 
pieces  for  gold  napoleons  at  home,  to  sell  the  napoleons  in 
London,  to  buy  silver  bullion  in  that  market  with  the  pro- 
ceeds, and  to  send  it  to  the  mints  of  Paris  or  Brussels  to  be 
coined  into  five  franc  pieces. 

Wherever  the  dearer  metal  has  been  taken  away,  only  the 
depreciated  metal  remains,  and  the  monetary  capital  of 
the  country  will  have  lost  the  entire  difference  between  the 
market  values  of  the  two  metals. 

From  these  premises  they  argue  that  the  monetary  capital 
of  a country  is  exposed  to  a two-fold  cause  of  depreciation, 
when  it  is  composed  of  two  metals,  and  only  to  a single 
cause  when  it  is  composed  of  one  metal  only — gold  or  silver. 
Thus  the  placers  of  California  and  Australia,  by  producing 
half  a milliard  (500,000)  francs  of  gold  every  year,  caused 
the  value  of  that  metal  to  decline.  Since  gold  has  become 


6 BI-METALLIC  MONFA\ 

almost  exclusively  the  money  of  the  countries  of  the  double 
standard,  their  monetary  capital  has  diminished  just  in  pro- 
portion as  gold  itself  has  declined.  At  the  present  day  the 
production  of  the  Fa?‘  West  of  America,  threatens  silver  with 
a corresponding  fall.  If  silver  were  to  continue  to  be  freely 
coined,  it  would,  after  a short  time,  constitute  the  entire 
monetary  capital  of  countries  using  the  double  standard,  and 
that  capital  would  be  diminished  in  value  in  the  same  pro- 
portion as  silver  has  fallen.  Thus  it  happens  that  when  the 
gold  mines  become  more  productive,  the  double  standard 
loses  a part  of  its  value,  and  in  precisely  the  same  way  it 
loses  it  when  the  silver  mines  become  more  productive.  The 
single  standard,  on  the  contrary,  is  subject  to  one  influence 
only,  namely,  that  which  is  caused  by  the  production  of  the 
metal  of  which  it  is  composed.  The  value  of  the  monetary 
capital  of  England,  which  is  composed  of  gold,  fell  after 
1850,  under  the  influence  of  the  Californian  and  Australian 
supplies,  but  it  is  unaffected  to-day  by  the  increase  of  Amer- 
ican silver.  The  monetary  capital  of  Germany  was  not  af- 
fected by  the  abundance  of  gold  after  1850  ; but  it  would 
have  been  to-day,  by  the  increased  abundance  of  silver,  if 
they  had  not  demonetized  that  metal. 

The  foregoing  is,  1 believe,  a complete  enumeration  of  the 
objections  which  have  been  raised  against  the  double  stand- 
ard. I will  examine  them  briefly. 

In  my  judgment,  it  is  with  monetary  systems  as  with  man- 
kind, and  with  human  affairs  : none  of.  them  are  perfect. 
Each  has  its  advantages  and  its  disadvantages  ; but  after  all 
these  have  been  carefully  considered,  I believe  that  the 
advantages  of  the  double  standard  far  outweigh  its  disad- 
vantages, and  that  for  this  reason  it  ought  to  be  preferred. 
And  moreover,  if  all  countries  were  to  adopt  the  double 
standard,  its  disadvantages  would  almost  wholly  disappear,  as 
has  been  asserted  and  demonstrated  by  M.  Cernuschi,  and  bv 
the  Dutch  Monetary  Commission  of  1873. 

Among  the  objections  urged  against  the  double  standard, 
there  is  one  which  is  not  verv  serious.  It  is  that  formulated 
by  Locke,  and  which  consists  in  saying  that  a standard  can- 
not be  composed  of  two  metals,  each  of  which  is  subject  to 
variations.  As  MM.  Wolowski  and  Cernuschi  have  observed, 
the  use  of  the  word  “standard”  is  deceptive.  According  to 
the  dictionary  of  the  French  Academy,  “ a standard  is  a 
model  of  measurement,  kept  by  the  magistrate,  and  to  which 
the  instruments  of  measurement  used  by  merchants  must  be 
made  to  conform.”  The  metre  is  the  standard  of  lineal 
measurement ; the  kilogram  the  standard  of  weight.  The 
franc,  the  florin,  the  thaler,  serve  very  well  as  common 
measures  of  value,  but  they  differ  completely  from  such 
standards  as  the  metre  or  the  kilogram.  The  franc  is  an 
article  of  merchandise  which  is  constantly  changing  its  value ; 
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the  metre  always  maintains  its  exact  dimensions.  The  franc 
is  given  in  exchange  for  articles,  the  price  of  which  it  serves 
to  establish  ; the  metre,  after  it  has  served  to  measure  a 
fabric,  is  not  itself  the  subject  of  delivery.  The  metre  main- 
tains always  the  same  length,  while  it  is  impossible  to  pre- 
serve a stable  measure  of  values.  The  word  monetary  standard 
is,  therefore,  not  accurate.  It  is  for  this  reason  that  INI.  Wol- 
owski refuses  to  employ  it,  and  that  M.  Cernuschi  proposes, 
with  obvious  propriety,  to  call  the  system  of  the  double 
standard  the  system  of  bi-metallic  money.  It  is  the  term 
which  I shall  make  use  of  to  designate  the  monetary  system 
prevailing  in  France,  and  in  the  Union  of  which  that  coun- 
try is  the  centre. 

The  best  common  measure  of  value  must  be  that  which 
varies  the  least.  If  I demonstrate  that  it  is  one  composed 
of  two  metals,  I shall  have  answered  the  objection  of  Locke. 

But,  says  M.  Michel  Chevalier,  the  law  is  absurd  when  it 
attempts  to  establish  a fixed  relation  between  two  kinds  of 
merchandize,  gold  and  silver,  both  of  which  vary  in  value, 
and  of  which  the  relation  to  each  other  ought  to  vary  also. 

It  is  indeed  true  that  the  relation  of  the  two  metals  is 
a variable  one,  and  the  authors  of  the  law  of  Germinal 
-\n.  XI*  were  not  ignorant  of  that  fact.  Nor  does  the 
bi-metallic  system  make  any  pretense  of  fixing  the  relation 
for  all  time.  What  it  does  is  to  accord  the  power  of  liquida- 
tion at  the  same  time  to  both  gold  and  silver,  instead  of 
restricting  it  to  one  metal  only.  The  law  simply  says,  that 
every  obligation  to  pay  a certain  sum  gives  the  debtor  a 
right  to  discharge  it,  either  in  gold  money  or  in  silver 
money,  based  on  the  relation  between  them  of  i to  15;!^  ; 
that  is  to  say,  he  can  deliver  at  his  option  a kilogram  of 
gold  or  15^  kilograms  of  silv^er.  The  system  may  be  a bad 
one,  but  it  is  not  absurd.  It  is  an  alternative  obligation, 
such  as  all  legislation  has  recognized  as  being  legitimate. 
Wp  may  add,  that  the  fact  of  according  to  two  metals  the 
privilege  of  liquidation  at  a fixed  ratio,  has  the  effect,  as 
we  shall  presently  see,  of  maintaining  that  relation  in  fact, 
not  to  the  degree  to  render  it  unchangeable,  but  considerably  to 
reduce  its  fluctuations.  The  charge  of  absurdity,  therefore, 
when  applied  to  bi-metallic  money,  is  by  no  means  well 
founded  ; and  economists  who  regard  the  substance  of  things 
and  not  the  names,  like  M.  Leroy-Beaulieu,  do  not  resort  to  it. 

Let  us  next  consider  a more  seidous  objection  ; namely, 
whether  bi-metallic  money  is  subject  to  a greater  depreciation 
than  money  of  one  metal,  and  to  what  degree  that  greater 
depreciation,  if  it  is  real,  is  an  evil.  We  must  consider  the 
second  point  first,  for  therein  lies  the  essence  of  the  question. 

* The  law  of  Germinal,  An.  XI  (.March,  I803),  is  that  which  established  the  present 
monetary  standard  of  France.  Its  interpretation  has  been  the  subject  of  sceaseless  disputes 
between  the  partizans  of  the  single  and  the  double  standard.  (Tr.  j 
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It  is  because  certain  economists  consider  the  abundance  of 
money  and  its  consequent  depreciation  as  a serious  evil,  that 
they  demand  so  urgently  the  demonetization  of  silver,  and  that 
certain  countries,  like  Germany  and  Holland,^  have  been  per- 
suaded to  adopt  that  measure.  I believe,  on  the  contrary, 
that  the  abundance  of  money,  and  even  a decline  in  its 
value, ^ is^  a benefit  rather  than  an  evil,  and  at  all  events, 
that  it  is  preferable  to  its  opposites,  namely  a scarcity  of 
money  and  enhancement  of  its  value. 

M.  Michel  Chevalier,  who  in  the  first  part  of  his  article  in 
the  Rex'uc  dcs  Deux  Mamies  for  April  i,  1876,  seems  so 
alarmed  at  the  fall  of  silver  ( almost  as  much  as  he  was  at 
the  fall  of  gold  after  1850)  admits,  in  another  passage  of 
the  same  article,  that  such  a fall  would  be  rather  an  advant- 
age. ‘‘If,’  he  says,  “silver  falls  in  value  so  that,  other 
things  remaining  the  same,  it  requires  five  grammes  more  to 
l>uy  for  the  day  s work  of  a laborer,  the  producer  of  wheat, 
every  producer,  in  short,  will  be  able  to  obtain  more  easily  a 
given  amount  of  that  metal.  Utensils  of  silver,  or  of  silver 
plate,  will  be  within  the  reach  of  a greater  number  of  people. 
Such  a decline  would  be  advantageous  to  a great  majority  of 
people,  and  to  all  new  comers  into  the  world.” 

The  advantage  here  indicated  by  M.  Chevalier,  does  not 
seem  to  us  likely  to  be  realised.  So  far  as  the  sale  of  pro- 
ducts or  of  labor  is  concerned,  there  is  no  advantage  to  any- 
body in  a change  in  the  value  of  money.  Leaving  out  of 
account  the  exceptional  movements  which  belong  to  a period 
of  transition,  as  the  prices  of  all  things  rise  together,  the 
relative  situation  remains  the  same.  The  workman  receives 
five  grammes  more  of  silver  a day,  but  all  that  he  buys  with 
the  price  of  his  day’s  wages  will  cost  five  grammes  more  in 
the  aggregate,  so  that  in  the  end  he  gains  nothing. 

In  itself  considered,  the  abundance  of  money  does  not, 
therefore,  offer  the  advantage  which  M,  Michel  Chevalier  sees 
in  it.  ^ It  obliges  us  to  use  more  money  to  effect  the  same 
quantity  of  exchanges.  So  far  as  buyers  and  sellers  are  con- 
cerned, neither  gains  anything,  because  the  rise  in  prices  is 
general.  There  is  even  a loss  sustained  by  the  holders  of 
money  ; that  is  to  say,  by  the  nation  at  large,  as  M.  Cheva- 
lier also  perceives,  I will  endeavor  to  explain  this  point 
clearly,  in  order  that  I may  not  be  accused  of  reviving  the 
errors  of  the  Mercantile  System,  when  I attach  importance  to 
the  abundance  of  money.  Every  country  requires  at  a given 
time,  in  order  to  effect  its  exchanges  easily,  a certain  quan- 
tity of  money.  As  Mr.  Jevons  and  Mr.  Cliffe  Leslie  have 
shewn,  that  quantity  depends  on  the  number  of  inhabitants, 

. * Holland  has  not  yet  demonetized  silver.  An  experimental  and  temporary  measure  look- 
mg  towards  demonetization  was  adopted  in  ,875,  but  its  permanent  policy  seems  not  yet  to 
have  been  determined  upon.  (See  testimony  of  Mr.  Bagehot,  in  House  of  Commons  Report 
'll  Depreciation  of  Silver,  2.  1414  to  1421.) 


(Tr.) 


BI-METALLIC  MONEY. 

the  volume  of  products  and  serv^iccs  which  they  exchange, 
the  rapidity  of  the  monetary  circulation,  and  the  perfection 
of  the  instruments  of  credit  used  to  supplement  money.  It 
is  desirable  that  a country  should  be  fully  provided  witli  the 
necessary  quantity  of  money,  even  at  the  risk  of  some  excess. 
With  a smaller  quantity  than  this,  the  exchanges  will,  it  is 
true,  be  accomplished  in  the  end,  but  often  ait  the  e.xiiense 
of  a crisis,  and  with  reduced  prices.  Even  if  the  abundance 
of  uKiney  should  reach  the  point  of  exceeding  the  demand 
for  it,  and  should  involve  a decline  in  the  value  of  the 
piecious  metals,  it  would  have  no  effect  on  the  relations  of 
mankind,  considered  only  as  buyers  and  sellers  ; but  it  would 
have  a very  marked  effect  on  their  relative  situations  as 
creditors  and  debtors.  This  is  a point  of  very  great  import- 
iince,  and  one  which  is  seldom  spoken  of.  I will  endeavor 
CO  establish  it  as  clearly  as  possible. 

A fall  in  the  value  of  money  operates  to  the  disadvantage 
of  the  creditor,  and  to  the  advantage  of  the  debtor;  a rise 
in  the  value  of  money  has  the  opposite  effect. 

A fall  in  the  value  of  money  is  shown  b}"  a rise  of  prices. 
In  short,  every  monetary  unit,  every  franc,  being  worth  less. 
It  requires  more  of  them  to  obtain  the  same  object.  When 
the  price  of  commodities  and  services  increases,'  the  debtor 
profits  by  that  increase  ; for,  to  obtain  the  sum  which  he 
owes,  he  is  obliged  to  deliver  fewer  commodities.  The  cred- 
itor, on  the  contrarv,  suffers,  for  with  the  money  which  he 
receives  he  cannot  buy  as  many  commodities  as  before. 

Thus,  I owe  you  twenty  francs  ; if  the  hectolitre  of  wheat 
is  worth  twenty  francs,  I pay  my  debt  with  a hectolitre ; and 
if  a day’s  work  earns  me  two  francs,  I pay  it  with  the  labor 
of  ten  days.  But  if  all  prices  are  doubled,  owing  to  the 
abundance  of  mone)q  and  the  hectolitre  of  wheat  rises  to 
forty  francs,  and  the  day’s  wages  to  four  francs,  then  I can 
pay  my  debt  with  half  a hectolitre,  or  with  the  labor  of  five 
days.  Suppose,  on  the  other  hand,  that  prices  fall  one-half, 
the  opposite  effect  will  take  place;  to  pay  my  debt  I shall 
have  to  deliver  two  hectolitres  of  wheat,  or  the  labor  of 
twenty  days.  These  things  have  only  a slight  influence  on 
sales  for  ready  money,  and  on  contracts  at  short  date.  If  I 
sell  dear,  I buy  as  dear  in  proportion,  and  the  balance  is 
restored.  But  it  is  quite  otherwise  in  respect  of  contracts  at 
long  dates,  such  as  the  debts  of  States  and  cities,  mortgage 
debts,  and  the  obligations  of  industrial  companies  to  their 
creditors  ; here  the  debtor  profits  by  the  rise  of  prices,  and 
suffers  by  their  fall,  without  any  compensation.  Let  us  sup- 
pose that  the  public  debt  of  France  requires  an  annual 
appropriation  of  800  millions  of  francs.  If  a day’s  labor 
receives  two  francs,  France  will  pay  the  amount  bv  means 
of  values  equivalent  to  400  millions  of  day’s  work.  ’ If  the 
wages  of  a day  rise  to  four  francs,  it  will  take  but  200 
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millions  of  days,  while  it  would  require  800  millions  of  days 
if  wages  should  fall  to  one  franc.  Tcike  the  case  of  a small 
proprietor,  whose  estate  is  subject  to  a mortgage  of  1,000 
francs,  on  which  he  has  to  pay  fifty  francs  of  annual  interest. 

If  a litre  of  wine  is  worth  fifty  centimes,  (half  a franc,)  he 

can  pay  his  interest  by  selling  a hectolitre ; if  it  falls  to 

twenty-five  centimes,  he  will  have  to  give  two  hectolitres.  A 

coal  mine  is  burdened  with  debt,  on  which  the  interest  and 

sinking  fund  require  100,000  francs  annually  ; if  a ton  of 

coal  is  worth  ten  francs,  it  will  take  ten  thousand  tons  to 

pay  it  ; if  it  sells  for  twenty  frani.s,  it  will  require  but  five  ^ 

thousand. 

All  countries  burdened  with  a heavy  debt,  which  they  mean 
to  pay,  like  France,  Italy,  Austria,  Russia,  England,  and  the 
United  States  ; all  mortgage  debtors,  all  railway  companies 
with  their  milliards,  ( thousands  of  millions  of  francs,)  of 
bonds,  are  interested  in  having  bi-metallic  money,  because 
the  simultaneous  employment  of  the  two  metals  secures  an 
abundance  of  money,  and  acts  in  the  long  run,  in  the  direc- 
tion of  a rise  of  prices  ; while  the  single  standard  system 
causes  a scarcity  of  money,  and  acts  in  the  direction  of  a fall 
of  prices.  It  would  be  a great  aggravation  of  the  burden  of  1 

debtors  if  they  were  required  to  pay  exclusively  in  gold,  inas- 
much as  that  metal  would,  of  necessity,  be  made  scarcer  and 
dearer  by  the  exclusion  of  silver. 

The  slow,  regular,  anticipated,  and  strictly  legal  decline  in 
the  value  of  money  has,  therefore,  the  effect  of  proportion- 
ally reducing  old  debts.  It  is  a sort  of  natural  liquida- 
tion brought  about  by  circumstances.  We  observe  that  in 
ancient  times  the  great  law-givers  began  every  social  reform 
by  a reduction  of  debts.  We  do  not,  at  the  present  day, 
admit  that  this  can  properly  be  done  by  authority  of  law  ; 
but  if  nature  comes  to  our  relief,  with  the  wealth  of  mines 
which  she  places  at  our  diposal,  ought  we  not  to  rejoice  at 
it  ? M.  Dupont-White  has  said  with  equal  wit  and  wisdom, 
that  Christopher  Columbus  brought  back  with  him  from 
America,  a receipt  for  old  debts.  The  gold  of  California 
and  Australia,  which  M.  Michel  Chevalier  wished,  twenty 
years  ago,  to  banish,  has  had  a similar  effect.  A debt  of  a 
million  francs  is  far  less  burdensome  to-day  than  it  was  prior 
to  1850. 

M.  P.  Leroy-Beaulieu,  admits  that  the  exclusion  of  silver 
would  favor  the  bondholder  at  the  expense  of  the  tax-payer, 
but  he  says,  “ what  does  it  matter  to  the  country  since  what 
some  lose  others  gain,  and  all  belong  to  the  same  nation  ? ” 

To  this,  I answer,  that  certain  countries,  such  as  Austria, 

Italy,  and  Russia,  have  a large  part  of  their  public  debt  placed 
abroad,  and  it  is  for  their  advantage  to  be  able  to  pay  it 
with  as  small  an  amount  of  products  as  possible.  Besides, 
when  we  are  obliged  to  choose  ( not  by  violating  contracts,  but 
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by  adhering  closely  to  them)  between  bondholders  and  tax- 
payers, between  creditors  and  debtors,  I incline  towards  the 
latter,  and  for  this  reason,  that  in  doubtful  cases  a-11  legisla- 
tion has  uniformly  declared  in  favor  of  debtors.* 

In  the  second  place,  as  John  Suart  Mill  has  well 
observed,  the  public  debt  {rente)  represents  capital  accumu- 
lated, and  destined  for  permanent  investment,  whilst  the 
money  contributed  by  the  tax  payer,  the  debtor,  by  commerce, 
industry,  and  labor,  is  so  much  taken  out  of  capital  actively 
productive.)  If,  in  consequence  of  the  depreciation  in  the 
value  of  money,  the  burden  of  the  landed  proprietor,  loaded 
down  with  mortgages,  or  of  companies  under  bonded  obli- 
gations, is  lightened,  so  much  the  better  for  the  work  of 
production  ; if  it  is  made  heavier,  so  much  the  worse,  for  it 
is  the  producer  who  suffers.  The  adoption  of  gold  as  the 
exclusive  money  is,  therefore,  an  anti-democratic  and  an  anti- 
economic  measure,  since  it  favors  the  bondholder  at  the 
expense  of  labor,  idle  capital  at  the  expense  of  active  capital. 

I think  I have  proved  that  the  abundance  of  money  is 
favorable  to  debtors,  to  laborers,  to  artizans,  and  to  govern- 
ments, because  it  reduces  the  burden  of  long  dated  debts. 

In  the  second  place — and  this  is  a most  important  point — 
it  favors  production  by  causing  a decline  in  the  rate  of 
interest. 

This  point  is  at  the  same  time  very  important  and  very 
little  understood.  Most  economists  maintain  that  the  rate 
of  interest  is  regulated  by  the  abundance  of  capital,  com- 
modities, products,  and  not  by  the  abundance  of  money. 
Thus  M.  Michel  Chevalier  proposes  to  substitute  for  the  term 
money  market,  borrowed  from  the  English,  the  more  accurate 
expression,  capital  market.  John  Stuart  Mill  was  the  first  to 
propose  this  expression  in  his  Principles  of  Political  Economy, 
(Book  III,  chapter  23,  §3.) 

I,  attempted  sometime  ago,  to  demonstrate!  that  the 
abundance  of  money  has  two  successive  effects  ; first  it  lowers 
the  rate  of  interest,  and  it  is  only  at  a later  period,  when 
the  channels  of  the  circulation  are  surcharged,  that  it  pro- 
duces the  secondary  effect  of  raising  prices. 

That  the  abundance  or  scarcity  of  money  acts  on  the  rate 
of  interest,  is  not  a doubtful  question  with  financial  journals, 
or  the  writers  of  money  articles.  At  the  present  moment,  the 
rare  of  discount  in  London  is  two  per  cent.,  because  the 
bank  till  is  full.  Two  years  ago  the  rate  there  was  nine  per 


* There  is  another  reason  which  should  favor  the  debtor,  rather  than  the  creditor,  when  their 
nterests  conflict,  and  a decision  must  be  made  between  them  ; it  is,  that  the  debtor  class  is  in 
ill  countries  the  progressive  class,  the  class  which  employs  labor,  moves  the  wheels  of  industry 

ind  advances  civilization.  1 • v 

fit  is  perhaps  necessary  to  note  in  this  connection  that  the  rente  of  which  M.  de  Lavel- 
jye  is  speaking,  differs  somewhat  from  the  public  bonded  debts  of  the  United  Slates,  in  that 
he  principal  of  it  is  never  payable,  and  it  is  rather  in  the  nature  of  a permanent  ^annuity 
;han  a debt  payable  at  a fixed  time. 

*See  previous  works  of  M.  de  Laveleye,  “Question  de  Tor,”  ti86o,)  and  La  Marche 
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cent.,  because  Germany  had  drawn  too  much  gold  from  the 
Bank  of  England  by  means  of  bills  remitted  to  her  by 
France,  in  payment  of  the  indemnity. 

The  money  market  is  so  sensitive  to  movements  of  the 
precious  metals,  that  the  arrival  of  a ship  bringing  a few 
million  francs  worth  of  gold  from  Australia,  has  often  sufficed 
to  lower  the  rate  of  discount  one  per  cent.  The  fact  is  evi- 
dent and  undeniable,  but  there  are  certain  economists  who, 
nevertheless,  obstinately  deny  it.^  An  investigation  into  the 
nature  of  credit  brought  Mr.  Mill  at  least  to  recognize  it,  in 
the  popular  edition  of  his  Principles  of  Political  Economy  (1868.) 
“Just  as'*  (he  says — page  392,)  *‘the  addition  of  every  new 
quantity  of  gold  or  silver  which  reaches  the  loan  market,  has 
the  effect  of  reducing  the  rate  of  interest,  so  every  consider- 
able withdrawal  and  export  of  those  metals  invariably  raises 
it.”  The  Monetary  Commission  of  Holland,  of  1873,  the 
members  of  which  were  very  com];)etent  to  discuss  this 
question,  describes  with  accuracy  the  effect  of  the  abun- 
dance of  money.  We  find  in  their  report  the  following  pas- 
sage ; “ It  is  well-known  that  the  scarcity  or  abundance  of 
the  metal  which  is  the  basis  of  the  monetary  system,  rendering 
the  circulating  medium  scarce  or  abundant,  has  a great  influ- 
ence on  the  credit  market.  To  produce  a general  alteration  of 
prices,  that  scarcity  or  abundance  must  continue  for  a consid 
erable  time.  Its  first  effects  are  felt  in  the  credit  market,  and 
if  it  is  of  short  duration,  they  arc  chiefly  confined  to  that 
market.  The  scarcity  of  the  money  in  circulation  produces  a 
tightening  of  credit,  and  causes  the  rate  of  discount  to  rise.” 
In  my  book,  “ La  Marche  Monetaire,”  ( The  Money  Market,)  I 
have  shown  that  all  great  commercial  crises  have  been  precipi- 
tated by  a rapid  disappearance  of  the  circulation,  bringing 
in  its  train  contraction  of  credit,  and  mercantile  disasters. 
A simple  illustration  will  suffice  to  throw  light  on  this  con- 
tested point.  A capitalist  brings  into  a district  of  country, 
where  the  rate  of  interest  is  high,  a considerable  sum  of  money, 
which  he  wishes  to  lend.  Loans  being  made  in  money,  he 
offers  to  lend  money,  and  coming  into  competition  with  the 
lenders  of  the  locality,  his  offers  cause  the  rate  of  interest  to 
decline.  As  interest  falls,  more  enterprises  are  undertaken, 
and  operations  which  were  before  impossible,  become  produc- 
tive, and  are  freely  entered  upon.  For  these  new  undertak- 
iui(s  more  labor  is  required,  and  the  workmen  being  more 
sought  after  obtain  higher  wages.  Passing  thus  through  the 
hands  of  employers  and  workmen,  the  money  at  last  enters 
into  the  general  circulation,  and  having  become  more  abund- 
ant raises  prices.  The  district  in  question,  will  not  become 
richer  because  it  has  more  money,  and  because  prices  have 
risen,  but  it  will  be  made  richer  by  the  fact  that  the  addi- 
tional money  put  in  circulation,  and  lent  at  lower  prices,  has 

See  la  Question  Monetaire,’*  by  M.  Frere-Orban, 
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given  increased  activity  to  production.  It  is  precisely  this 
effect  which  has  been  produced  by  the  500,000,000  francs  of 
gold  which  California  and  Australia  added  to  the  circulation 
of  the  world,  after  1850.  Its  first  effect  was  to  cause  the 
immense  increase  in  production  and  the  exchanges,  which 
took  place  about  that  time.  It  was  not  until  a later  period, 
and  by  insensible  degrees,  that  it  brought  about  that  rise  of 
prices  which  Mr.  Jevons,  and  M.  Soetbeer,  have  estimated  at 
twenty  to  twenty-five  per  cent. 

It  is  true,  that  M.  Michel  Chevalier,  in  common  with  all 
, opponents  of  the  abundance  of  money,  maintains  that  the 

exchanges  are  effected  as  well  with  a little  money,  as  with  a 
great  deal.  This  is  one  of  those  priori”  assertions  which 
certain  economists  affect,  but  which  are  falsified  by  facts. 
Theoretically,  it  is  true  that  we  can  effect  the  same  quan- 
tity of  exchanges  with  much  less  money,  because  as  prices 
are  proportionally  lowered,  each  monetar}"  unit  effects  just  as 
many  more  exchanges  as  it  is  become  more  valuable.  Take 
from  France  three  milliards  of  francs  out  of  six,  and  prices 
would  fall  one-half,  so  that  the  circulation  would  remain 
effectively  the  same,  because  one  franc  would  then  buy  as 
much  of  commodities  as  two  francs  had  bought  before.  But 
''  observe  the  dark  side  of  the  picture.  The  equilibrium  would 

only  have  been  established  after  a series  of  crises  which 
would  have  proved  ruinous  to  commerce  and  industry.  In 
' short,  when  money  is  carried  out  of  a country,  it  is  taken 

from  the  stock  of  the  banks.  The  banks  raise  the  rate  of 
discount  to  protect  themselves  from  the  drain  ; exchanges  and 
production  diminish,  and  prices  fall.  The  fall  of  prices, 
which  is  absolutely  necessary  in  order  that  the  reduced  cir- 
culating medium  shall  suffice,  is  not  attained  without  a suc- 
cession of  contractions  and  disasters,  nor  without  a pro- 
longed rise  in  the  rate  of  interest. 

We  are  witnessing  at  this  moment  the  effect  produced  by 
the  two  systems,  that  of  abundance  and  that  of  scarcity  of 
money.  Germany  has  reduced  the  amount  of  her  circulating 
medium,  first,  by  limiting  the  circulation  of  bank  notes  ; sec- 
ondly, by  replacing  silver  with  gold,  which  she  can  only  retain 
at  home,  by  keeping  the  rate  of  discount  at  a high  figure.  France 
has  doubled  her  bank  note  circulation,  side  by  side  with  a very 
• abundant  metallic  circulation,  without,  however,  depreciating 

the  paper.'*'  In  France,  business  is  carried  on  on  a large 
scale  and  without  embarrassment.  In  Germany,  the  prevail- 
ing stringency  is  so  great  as  to  produce  a state  of  prolonged 
and  continued  crisis.f 

* The  American  reader  must  not  forget,  however,  that  the  reason  why  the  paper  money 
of  France  has  not  depreciated  during  the  suspension  of  specie  payments,  is  because  it  rep- 
resented an  equivalent  amount  of  precious  metal  all  the  time  remaining  in  the  country.  At 
the  present  time  the  specie  held  by  the  Bank  of  France  is  about  sevenij'-five  per  cent,  of 
its  circulation.  See  Victor  Bonnet's  article  on  the  Circulation  of  the  Bank  of  France,  .a 
translation  of  which  by  the  present  translator,  entitled  The  Example  of  France,”  was  pub- 
lished by  D.  Appleton  & Co.,  New  York,  1874.  (Tr.) 

t M.  le  Baron  de  Reinach,  has  demonstrated  in  the  Journal  des  Debats^  (October  6, 
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Those  who  desire  to  demonetize  silver  and  make  money 
scarce,  are  evidently  the  enemies  of  industry,  of  commerce, 
and  of  labor. 

If  we  had  listened  to  M.  Michel  Chevalier,  twenty  years 
ago,  gold  would  have  been  sent  into  banishment  and  would 
never  have  rendered  to  the  commercial  world  the  immense 
service  which  it  has  actually  performed.  The  discovery  of 
the  placers  would  have  been  useless.  We  should  have  had 
only  silver,  a metal  at  that  time  scarce  and  insufficient  foi  a 
constantly  growing  business.  Before  1850,  the  annual  pro- 
duction of  gold  was  about  250  millions  of  francs  ; after  1850, 
it  rose  to  700  millions,  showing  an  increased  production  of 
nearly  500  millions  ; yet  at  the  present  day  because  America 
is  producing,  at  the  most,  100  millions  francs  of  silver,  it  is 
necessary,  forsooth,  to  throw  out  of  employment  half  of  the 
metallic  instrument  of  our  exchanges.’^  Could  any  more 
imprudent  measure  be  conceived,  at  a time  when  many  cir- 
cumstances are  conspiring  to  increase  the  use  of  metallic 
money  ? In  the  first  place,  the  commerce  of  civilized  nations 
is  increasing  in  an  unexampled  measure.  During  the  last 
twenty  years  foreign  commerce,  of  which  alone  statistics  can 
be  obtained,  has  increased  in  England  97  per  cent.  ; in  France, 
164  per  cent.  ; in  Belgium,  277  per  cent.  ; in  Russia,  267  per 
cent.  ; in  Austria,  215  per  cent.,  and  in  Italy  591  per  cent. 
The  Econorniste  Francais,  from  which  I borrow  these  figures, 
on  the  authority  of  M.  F.  Neumann,  estimates  the  foreign 
commerce  of  the  whole  world  at  seventy-two  milliards  of 
francs,  14,400,000,000)  in  1872,  and  at  only  thirty  milliards 
( 6,000,000,000  ) in  1852,  showing  an  increase  of  140  per 

cent!  Commerce  in  Europe  has,  therefore,  trebled,  and  in  the 
entire  globe  more  than  doubled,  and  there  is  nothing  to  indi- 
cate that  this  amount  is  abating.  No  doubt  these  enormous 
transactions  are  carried  on  chiefly  by  bills  of  exchange,  but 
money,  nevertheless,  participates  in  them  to  a certain  degree. 
International  trade  will,  therefore,  demand  more  money. 

As  capital  becomes  cosmopolitan,  it  seeks  foreign  invest- 

187 ) with  great  vigor  and  perspicuity,  how  the  abundance  of  the  circulating  iridium  has 
contributed  to  the  economical  progress  of  Italy.  [See  in  Nation,  for  March  23,  ^876, 

a review  of  the  report  of  Signor  Minghetti,  which  was  the  subject  of  Baron  de  Keinacn  s 
article.  (Tr.)l  Mr.  William  V.  Kelly,  a member  of  the  American  Congress,  for  Pennsyl. 
vania  has  with  real  eloquence,  developed  the  same  thesis  as  applied  to  the  United  States. 
See  “An  Address  to  the  citizens  of  Philadelphia,”  (1876,)  and  “Speeches  of  19th  rebru- 
ar>',  and  i6th  March,  1876.”  r ^ 

* According*’  to  the  statistical  tables  published  by  M.  Malou,  (Belgian  Minister  of  Finance,) 
in  i87t  the**stock  of  g^'ld  and  silver  in  the  Western  civilized  countrjes,  was  composed  in 
1867  of*twenty-five  milliards,  5,000,000,000)  of  gold,  and  of  eighteen  milliards,  ($3,600,000,000) 
of  silver.  These  figures,  like  all  those  which  are  given  respecting  the  stock  of  the  precious 
metals,  seem  to  me  very  large.  Sufficient  account  is  not  ^ taken  of  what  is  withdrawn  by 
industrial  employment,  by  wear  and  tear,  by  loss  and  buri.il  of  coins.  ..  .. 

r In  this  connection,  the  experience  of  the  German  Government,  m demonetizing  silver,  is 
very  note-worthy.  The  statistics  of  coinage  and  of  exports  and  imports,  indicated  a veiA^ 
much  larger  stock  of  silver  as  existing  in  Germany  than  is  now  thought  to  exist.  ^ Mr. 
Pietsch  a German  banker  of  London,  testified  before  the  House  of  Commons  committee, 
that  “'in  Berlin  they  always  say  that  much  more  than  one-half  has  disappeared ; they  esti- 
mate it  at  from  three-fifths  to  two-thirds.”  This  is  a most  important  revelation  respecting  the 
fate  of  metallic  currencies  and  goes  to  show  that  all  existing  stocks  of  the  precious  metals 
not  ostensably  in  sight,  are  largely  overestimated.]  (I*'-) 
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ments  more  and  more,  and  these  investments  often  require 
money  for  the  payment  of  local  wages.  As  Mr.  Cliffe  Leslie 
has  shown,  by  facts  gathered  from  all  parts  of  the  world, 
and  especially  in  countries  which  have  remained  isolated, 
until  a recent  period,  but  which  are  gradually  participating 
in  the  general  movements  of  commerce,  transactions  are  being 
more  and  more  effected  by  the  use  of  money  in  lieu  of 
barter:  geld  wirthschaft"  is  replacing  “ nati/rel  7oirtliscliaft."  * 

In  several  countries  the  time  is  approaching  when  a metal- 
lic circulation  will  be  resumed,  as  in  France,  Italy,  the 
United  States,  and  possibly  Austria.  They  will,  in  that  event, 
require  many  milliards  of  francs  in  specie. 

It  is  at  such  a time  as  this,  when  such  necessities  exist, 
that  there  is  so  prevalent  a desire  in  many  quarters  to  demon- 
etize silver,  and  to  reduce  the  nations  of  the  globe  to  dispute 
with  each  other,  by  spasmodically  advancing  the  rate  of 
interest,  the  possession  of  a single  metal — gold — the  produc- 
tion of  which  is  everv  year  diminishing  ! 

Observe  what  confusion  has  been  introduced  into  the  busi- 
ness affairs  of  the  whole  world,  by  the  unfortunate  attempt 
of  Germany  to  reduce  herself  to  the  exclusive  use  of  gold 
money.  The  condition  of  Germany  was  exceptionally  favor- 
able to  such  an  experiment,  because  she  had  at  her  disposal, 
the  five  milliards  of  francs  paid  her  by  France  ; nevertheless, 
the  operation  is  far  from  being  completed.  In  order  to 
procure  a milliard  of  gold,  ( $ 200,000,000 ) she  has  disturbed 
and  embarrassed  the  English  money  market  for  three  years 
past.  In  order  to  sell  120  millions  of  marks,f  she  has  caused 
the  value  of  silver  to  decline  ten  per  cent.,  reduced  the  coun- 
tries of  the  Latin  Union  to  the  necessity  of  limiting  the 
coinage  of  that  metal,  and  rendered  remittances  from  India 
to  England,  well  nigh  impossible.  She  has  yet  to  sell,  in  the 
opinion  of  Messrs.  Sonnemann  and  Nasse,  about  115  millions 
of  thalers,  ($80,500,000)  that  is  to  say,  about  four  times  as 
much  as  she  has  already  sold. 

In  December,  1875,  the  German  Empire  had  coined 
1,250,445,520  marks  of  gold,  ($312,611,380.)  But  the  govern- 
ment does  not  dare  to '"put  them  in  circulation,  because  the 
gold  coins  will  flow  back  to  England  and  France,  from 
which  the  metal  was  forcibly  withdrawn,  through  the  instru- 
mentality of  the  war  indemnity,  and  in  violation  of  commer- 
cial laws.  Germany  has  generally  an  adverse  foreign 
exchange,  because  her  imports  exceed  her  exports.];  The 
difference,  therefore,  she  owes  in  money.  When  the  countrv' 


'’‘This  fact  was  very  forcibly  presented  in  the  case  of  India,  by  Mr.  Lees,  in  his  little  volume 
entitled,  “The  Drain  of  Silver  to  the  East,  and  the  Currency  of  India,”  published  in  London, 
in  1864,  and  is  further  substantiated  by  the  testimony  of  recent  writers,  of  Indian  expe^nce,  in 
the  Economist.  (Tr.) 

+ A mark  is  equal  to  about  twenty-five  cents  of  American  money*  (Tr.) 


The  excess  of  imports  into  Germany,  has  been  as  follows  * 
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had  a worn  currency,  it  was  not  exported  any  more  than 
depreciated  paper  money  would  have  been  ; but  when  it  comes 
to  have  coins  of  full  weight,  they  will  readily  pass  into 
foreign  circulation.  Already,  it  is  said,  a third  part  of  40° 
millions  of  the  new  marks,  have  left  Germany  never  to 
return.*  She  will  not  be  able  to  keep  the  residue  except  by 
locking  it  up  in  the  banks  and  the  public  treasury, _ and  b\ 
keeping  the  rate  of  interest  very  high.  Her  domestic  trade 
and  industry  ruined,  the  circulating  medium  rendered  scarce, 
confusion  bred  in  the  money  markets  of  the  world,  such  arc 
the  sad  consequences  which  have  happened  to  Germany  . But 
in  spite  of  this  disastrous  showing,  other  countries  are  invited 

to  follow  her  example.  , 

Of  the  539,276,416  marks  ($  I34,^i9d04)  of  gold  which  had 

been  coined  in  the  different  countries  of  the  Germanic  Con- 
federation, and  which  were  legally  withdrawn  from  circula- 
tion there  were  presented  for  exchange,  only  9^,652,021  inarks 
( ft  ^4  663,050.)  The  government  is  at  a loss,  say  the  oflicial 
documents,  to  account  for  the  balance  of  440,624,395  marks 
110,156,099.)  The  mystery  is  easily  explained;  they  have 
o-one  to  be  re-coined  elsewhere.  Only  the  abraded  coins 
which  were  too  light  to  yield  a profit  on  exportation,  have 

remained  in  the  country.*  , • j, 

According  to  a communication  which  has  been  kindly  ma 
to  me  by  the  Governor  of  the  Bank  of  France,  Germany  has, 
up  to  this  time,  paid  her  balances  to  France  by  sending  back 
French  gold.  If  the  exchanges  continue  to  be  unfavorable  to 
her,  she  must  soon  send  German  gold. 


68.000. 000  thalers 

185.000. 000  “ 

313.000. 000  “ 

500.000. 000  ‘ ‘ 

484,800,000  “ 


$47,600,000  in  1S70 

148.000. 000  “ 1871 

219.100.000  “ 1872 

350.000. 000  “ 1873 

338.800.000  “ 1874 


Total  1,550,800,000  $1,103,500,000 

i;  leccessarv  for  the  accomplishment  of  its  monetary  reform,  for  the  bills  on  Uonilon 

s ^ S IS  f s s 

berlm,  ^Hardlv  had  this  gold  been  coined  into  marks,  than  it  took  the  road  to  lain., 

transportation  evnerience  has  demonstrated  the  difficulties  which  must  be  en- 

‘ottered  in  th";  introduction  of  gold  as  the  only  smnda.^ 

“go^  ^coinage  which  it  is  power 

Thiff  ihe  experience  of  all  countries  using  metah^  ^ey  the  U^ht  -ins  --ain  in 

the  country,  the  heavy  corns  are  exported  or  go  imo  the  London  Statistical 

out  this  fact  with  great  distinctness  m a papf  which  1^^  ^ 

and'tlf  s^^reignf  g°athe"red  Tn  various  parts  of  Great  Britain.  (Tr.) 
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If  it  be  a fact  that  bi-metallic  money  is  subject  to  greater 
depreciation  in  the  long  run,  than  money  composed  of  one 
metal  only,  I have  shown  that  this  disadvantage  ( from  the 
standpoint  of  stability  in  the  common  measure  of  value,) 
is  compensated  by  two  signal  advantages,  namely  : 

Firsl,  an  abundance  of  money  diminishes  the  relative  bur- 
den of  old  debts  ; and  secondly,  it  favors  the  growth  of  pro- 
duction and  trade.  On  the  other  hand,  bi-metallic  money  is 
less  subject  to  sudden  variations  within  short  periods,  and 
this  is  a point  of  much  importance  to  industry  and  commerce, 
inasmuch  as  the  larger  number  of  contracts  are  at  short  dates. 

The  greater  stability  of  bi-metallic  money  is  an  economic 
truth  of  the  greatest  importance.  To  M.  Wolowski,  I think, 
belongs  the  honor  of  having  discovered  it.  M.  Chevalier,  and 
the  economists  of  his  school,  have  always  denied  it.  Mr. 
Jevons,  the  eminent  Manchester  professor,  explains  the  com- 
pensating action  resulting  from  the  simultaneous  use  of  both 
the  precious  metals,  in  a chapter  specially  devoted  to  the 
subject,  in  his  new  work  on  Money.  He  thus  speaks  of 
it : ‘‘  English  writers  seem  to  have  completely  misunder- 

stood the  question,  asserting  that  the  system  of  the  double 
standard  exposes  us  to  the  extreme  fluctuations  of  both 
metals.  A little  reflection  must  show  that  MM.  Wolowski 
and  Courcelle-Seneuil  are  quite  correct  in  arguing  that  a 
compensatory,  or,  as  I should  prefer  to  call  it,  equilibratory  action, 
goes  on  under  the  French  currency  law,  and  tends  to  main- 
tain both  gold  and  silver  more  steady  in  value  than  they 
would  otherwise  be.  If  silver  becomes  more  valuable  than  in 
the  ratio  of  one  to  fifteen  and  a half,  compared  with  gold, 
there  arises  at  once  a tendency  to  import  gold  into  any 
country  possessing  the  double  standard,  so  that  it  may 
be  coined  there,  and  exchanged  for  a legally  equivalent 
weight  of  silver  coin,  to  be  exported  again.  This  is  not 
matter  of  theory  only,  the  process  having  gone  on  in  France 
until  the  principal  currency,  which  was  mainly  composed  of 
silver  in  1849,  was,  in  1S60,  almost  wholly  of  gold.  France 
absorbed  the  cheapened  metal  in  vast  quantities,  and  remitted 
the  dearer  metal,  which  must  have  had  the  effect  of  prevent- 
ing gold  from  falling  and  silver  from  rising  so  much  in  value 
as  they  would  otherwise  have  done.  It  is  obvious,  that  if 
gold  rose  in  value  compared  with  silver,  the  action  would  be 
reversed  ; gold  would  be  absorbed  and  silver  liberated.  At 
any  moment  the  standard  of  value  is  doubtless  one  metal  or 
the  other,  and  not  both ; yet  the  fact  that  there  is  an  alterna- 
tive, tends  to  make  each  vary  much  less  than  it  would  other- 
wise do.  It  cannot  prevent  both  metals  falling  or  rising  in 
value  compared  with  other  commodities,  but  it  can  throw 
variations  of  supply  and  demand  over  a larger  area,  instead 
of  leaving  each  metal  to  be  affected  only  by  its  own  acci- 
dents. 
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“ Imagine  two  reservoirs  of  water,  each  subject  to  indepen- 
dent variations  of  supply  and  demand.  In  the  absence  of 
any  connecting  pipe,  the  level  of  the  water  in  each  reservoir 
will  be  subject  to  its  own  fluctuations  only.  But  if  we  open 
a connection,  the  water  in  both  will  assume  a certain  mean 
level,  and  the  effects  of  any  excessive  supply  or  demand  will 
be  distributed  over  the  whole  area  of  both  reservoirs.  The 
mass  of  the  metals,  gold  and  silver,  circulating  in  Western 
Europe,  in  late  years,  is  exactly  represented  by  the  water  in 
those  reservoirs,  and  the  connecting  pipe  is  the  law  of  the 
7th  Germinal  An.  XI,  which  enables  one  metal  to  take  the 
place  of  the  other  as  an  unlimited  legal  tender.” 

Mr.  Jevons  also  shows  by  a lineal  diagram,  that  with  bi- 
metallic money,  prices  are  more  stable  than  with  money 
composed  of  one  metal  only. 

The  same  truth  may  be  demonstrated  in  another  way.  We 
know  that  the  precious  metals  have  a very  uniform  value  ; 
inasmuch  as  the  annual  production  is  only  a sixtieth  part  of 
the  entire  mass  which  exists  in  the  world,  an  increase  of  pro- 
duction can  have  only  a slight  influence,  and  must  be  long 
continued  in  order  to  be  felt.  The  larger  the  stock,  the  less 
will  an  increase  of  supply  of  gold  or  silver  diminish  the  value 
of  the  whole  mass.  If  you  admit  both  gold  and  silver  into 
the  circulation,  the  monetary  stock  will  be  about  fifty  mil- 
liards of  francs,  ( ^ 10,000,000,000 ) ; if  you  exclude  silver,  it 
will  not  be  more  than  twenty-seven  or  twenty-eight  milliards 
($5,200,000,000  to  $5,300,000,000).  Thus  reduced,  it  will  be 
more  affected  by  an  increase  of  supply.  Let  us  suppose,  that 
after  1850,  following  the  advice  of  M.  Michel  Chevalier,  gold 
had  been  demonetized,  what  an  enormous  fall  in  value  that 
metal  would  have  sustained  ! What  a rapid  advance  in 
prices  in  countries  having  the  gold  standard,  in  the  presence 
of  a sudden  increase  of  half  a milliard  ( $ 100,000,000 ) in  the 
annual  production  ! As  the  Dutch  Monetary  Commission  of 
1873,  has  well  observed,  the  coining  of  gold  in  countries  hav- 
ing the  double  standard,  has  served  as  a parachute — has  pre- 
vented the  debasement  of  that  metal,  and  the  commercial  dis- 
turbances which  would  have  resulted  from  it.  At  the  present 
day,  Holland,  which  has  a single  standard,  but  one  of  silver 
adopted  in  accordance  with  the  ideas  of  M.  Chevalier,*  is 
returning  to  gold  in  order  to  escape  the  consequences  of  a 
depreciation  of  silver.  This  is  a proof  that  the  adoption  of 
the  single  standard  does  not  furnish  protection  against  mone- 
tary disturbances,  as  has  been  claimed. 

The  German  economists  have  generally  recognized  the 
compensatory  action  of  bi-metallic  money,  even  those  who  are 
partizans  of  the  gold  standard.  “ The  employment  of  two 
sorts  of  legal-tender  money,”  says  Soetbeer,  “ has  had  the 

* This  is  a mistake— flolland  established  the  silver  standard  in  1847,  before  gold  had  been 
discovered  iu  C-alifornia,  and  upon  considerations  entirely  independent  of  that  fact. 
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most  salutary  influence  upon  the  general  interests  of  public 
economy,  by  furnishing  an  equilibrium  to  the  sudden  and  enor- 
mous production  of  gold  in  California  and  Australia.”  Prince- 
Smith,  in  his  book  entitled,  “ Metallic  Types  and  Money,” 
expresses  a similar  opinion  ; “ The  fluctuations  in  the  rate 
charged  for  the  use  of  the  circulating  medium,  diminishes  in 
proportion  to  the  quantit}'  of  these  latter  available.  Gold 
and  silver  taken  together  are  less  subject  to  market  fluctua- 
tions than  either  of  them  taken  alone.  The  so  called 
double  standard  system  has  the  advantage  of  superior  con- 

& sistence  and  stability.” 

The  patriarchs  of  political  economy  in  Germany,  have  writ- 
ten to  M.  Wolowski,  in  the  same  sense  ; “ I should  regard  the 
general  adoption  of  the  metal  gold  as  the  only  legal-tender 
money,”  said  Roscher,  “ as  a misfortune  : with  a mixed  cur- 
rency of  both  metals  the  fluctuation  of  prices  will  be  less 
extreme  than  with  one  only.  Something  approaching  this 
now  exists  in  the  general  markets  of  the  world,  where  certain 
nations  represent  the  gold,  and  others  the  silver  type.”  Rau, 
also,  in  1868,  wrote  as  follows  : “ I entirely  approve  of  your 
views  in  resisting  the  proscription  of  silver,  and  of  the  picture 
which  you  have  drawn  of  the  unfortunate  consequences  which 
would  result  from  such  a measure.  It  is  precisely  such  con- 
siderations which  have  determined  me  to  oppose  the  adop- 
tion of  the  gold  standard.” 

' We  may,  therefore,  I think,  consider  as  demonstrated,  the 

fact  pointed  out  by  M.  Wolowski,  and  denied  by  M.  Cheva- 
lier, that  money  of  two  metals  is  less  subject  to  fluctuations 
in  value,  within  short  intervals,  and  consequent!)'  entails 
fewer  changes  of  prices,  than  money  composed  of  one  metal 
only,  for  precisely  the  same  reason  that  a compensated  pen- 
dulum, made  of  steel  and  copper,  is  less  subject  to  expan- 
sion than  if  it  were  made  of  a single  metal. 

Another  very  signal  advantage  resulting  from  the  simulta- 
neous employment  of  both  the  precious  metals  is,  that  it 
enables  banks  of  issue  the  better  to  protect  their  reserve, 
and  consequently  to  maintain  a steadier  rate  of  discount. 
The  bank  has,  in  effect,  the  right  to  redeem  its  notes  in  the 
metal  which  is  least  in  demand  for  export.  If  gold  is  at  a 
premium,  it  will  pay  in  silver  ; if  silver  is  most  in  demand  it 
will  pay  in  gold.  This  point  is  established  on  the  authority 
of  M.  Rouland,  Governor  of  the  Bank  of  France,  and  of  Mr. 
H.  Aggard,  cashier  of  the  Bank  of  England,  and  it  is  further 
demonstrated  by  the  fact  that  the  rate  of  discount  in  Paris, 
has  always  been  less  subject  to  variations  than  in  London. 
As  gold  is  everywhere  in  demand,  the  Bank  of  England  is 
often  obliged  to  resort  to  very  energetic  measures  by  advanc- 
ing its  rate  of  discount,  in  order  to  protect  its  reserve.*  The 

’^•The  London  Ecofiomist  of  March  i8,  1876.  expresses  the  opinion  that  in  resuming  specie 
payments,  the  Bank  of  France  will  find  itself  embarrassed;  by  having  iu  its  vaults  1,300  millions 
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Bank  of  France  accomplishes  the  same  result,  by  disbursing 
the  metal  which  is  least  in  demand  for  export.'^ 

But,  says  M.  Michel  Chevalier,  if  France  uses  silver,  and 
England  gold,  the  French  will  have  to  ])ay  dearly  for  English 
products,  for  they  will  have  to  pay  in  gold,  which  is  at  a 
premium,  whilst,  on  the  other  hand,  the  English  will  obtain 
French  products  at  a cheaper  rate,  being  able  to  pay  for 
them  in  silver,  which  is  at  a discount.  I do  not  think  that 
this  would  take  place,  because  in  each  country  prices  regulate 
themselves  according  to  the  value  of  its  money.  But,  admit- 
ing  M.  Chevalier’s  hypothesis,  it  could  not  be  French  indus- 
try that  would  suffer,  for  the  consequence  would  be  that  the 
French  would  cease  making  purchases  in  England,  while  the 
English  stimulated  by  the  facility  of  paying  in  silver,  would 
considerably  increase  their  orders  in  T'rance.  In  short,  the 
use  of  a circulating  medium  considerably  depreciated,  does 
not  prevent  the  extension  of  foreign  commerce.  Take  the 
case  of  Italy,  where,  in  consequence  of  the  suspension  of 
specie  payments,  paper  money  is  at  a discount  of  twenty  per 
cent.  ; yet  no  other  country  has  shown  such  a development 
of  foreign  commerce  ; within  twenty  years  it  has  increased 
six  hundred  per  cent. 

“And  the  scandalous  profits  of  the  bullion  merchant ; do  you 
say  nothing  of  these?”  they  exclaim.  I answer,  those  profits 
are  precisely  like  those  made  by  grain  merchants  or  dealers 
in  oil  or  coffee,  when  those  commodities  rise  in  value.  The 
profit  is  made  by  the  citizen,  and  the  nation  as  a whole 
loses  nothing.  The  dealer  in  the  precious  metals  who  realizes 
a profit  in  exporting  them,  brings  back  to  his  country  an 
exact  equivalent  for  the  metal  which  he  exported. f If  gold 

is  at  a premium  of  ten  per  cent.,  for  every  napoleon 

of  francs  ( 26o.cxx),ooo ) in  gold,  and  only  500  millions  ('$100,000,000)  <»f  silver,  and  that  it 
cannot  pay  out  its  gold  without  the  danger  of  having  that  metal  exported  because  it  bears  a 
premium.  To  this  I answer,  that  the  bank  can  easily  guard  against  the  danger  by  disbursing 
only  silver,  which  will  not  be  exported.  Silver  money  favors  the  increased  circulation  of  bank 
paper,  because  the  metal  being  heavy,  notes  are  preferred  to  it.  Hanks  of  emission  therefore, 
have  no  interest  in  the  adoption  of  the  gold  standard  throughout  the  l.atin  Union;  but  the 
contrary. 

*Here  is  a conclusive  fact : In  1873,  the  German  Government  held  about  six  millions  of  francs 
in  notes  of  the  National  Bank  of  Belgium,  received  from  France  in  payment  of  the  indemnity 
If  they  could  have  drawn  gold  for  these  notes,  by  sending  them  to  Brussels,  they  could 
have  drained  the  bank  dry.  As  the  bank  offered  only  silver,  tlermany  had  recourse  to 
London,  and  caused  the  bank  rate  there  to  rise  to  nine  per  cent. 

f There  is  a very  simple  way  of  securing  to  the  nation  the  profit  resulting  from  the  sub- 
stitution of  a depreciated  metal  for  that  which  has  risen  in  value : namely,  by  reserving  to 
government  the  right  of  coinage.  This  is  just  what  is  taking  place  at  this  moment  in  the 
countries  of  the  Latin  Union.  Since  1873  the  States  belonging  to  the  Union  have  limited 
the  coinage  of  silver,  allowing  each  country  to  coin  an  amount  proportioned  to  its  population. 
The  contingents  fixed  by  the  convention  of  the  present  year  ( 1876,)  are  as  follows  : France 
54,000,000  francs;  Belgium  io,Soo,oo;  Switzerland  7,200,000;  Greece  3,600,000 — with  extra  allow- 
ance of  8,400,000.  Total  410,000,000  ($82,000,000.) 

The  Belgian  Government,  like  that  of  Italy,  has  turned  the  limitation  put  upon  the  privi- 
lege of  coining  silver,  to  its  own  exclusive  profit,  and  has  gained  by  it  this  year,  a million 
of  francs.  In  France,  the  Minister  of  Finance  presented  to  the  Senate,  on  the  22d  of  March, 
last,  a ‘‘projet  de  loi*’  similar  to  that  by  which  Belgium  is  now  governed.  M.  de  Parieu, 
who,  with  M.  Chevalier,  is  the  principal  advocate  of  the  single  gold  .standard,  cited  the 
example  of  Belgium  as  worthy  of  imitation  by  France.  There  are  two  conclusive  reasons  in 
favor  of  it : 1st,  because  since  the  government  would  have  to  bear  the  expense  of  demonetiz- 
ing silver,  it  is  just  that  it  should  have  the  profit  of  the  coinage.  2d,  The  government  alone 
is  able  to  act  in  harmony  with  the  demands  of  the  circulation,  while  individuals  arc  only 
guided  by  their  selfish  interests,  which  are  often  opposed  to  the  general  welfare. 
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exported  there  will  be  retained  silver  corresponding  to  four 
five  franc  pieces,  plus  two  francs. 

But,  say  the  objectors,  if  we  allow  the  coinage  of  silver  to 
go  on,  we  shall  presently  have  only  pieces  of  five  francs,  an 
inconvenient  money,  in  place  of  handsome  gold  pieces, 
which  are  light  and  easily  carried.  This,  replies  M.  Cer- 
nuschi,  is  an  unimportant  argument.  Unimportant,  I agree, 
from  a scientific  point  of  view,  but  a serious  one  practically, 
inasmuch  as  the  five-franc  piece  is  too  heavy  for  people  to 
carry  who  are  in  comfortable  circumstances,  who  create 
opinion,  and  who  make  the  laws.  M.  Cernuschi,  however, 
still  insists  and  says,  not  without  reason,  that  “ for  the  arti- 
zan,  for  the  peasant,  the  large  coin  is  preferable  ; it  inspires 
more  respect,  and  produces  more  impression.  For  rich 
people,  bank  notes  of  tw^enty  francs  are  issued,  which  weigh 
still  less  than  the  napoleons.”* 

It  is  certain  that  gold  and  silver  together  would  not  con- 
stitute a superabundant  instrument  of  exchange  in  the  world, 
since  for  some  time  past  prices  have  not  risen  ; and  on  the 
other  hand,  a scarcity  of  money  has  produced  an  advance  in 
the  rate  of  discount  the  moment  that  any  unusual  activity 
has  taken  place  in  business.  If  silver  is  universally  pro- 
scribed, the  countries  which  have  only  paper  money  will  be 
prevented  from  substituting  metallic  money  for  it.  As  was 
remarked  by  M.  J.  Errera,  (in  the  “AW//”  of  April  21,  1876,) 
all  the  available  gold  augmented  by  the  entire  production  of 
gold  for  many  years  to  come,  would  not  suffice  to  furnish 
America,  Russia,  Austria  and  Italy  f with  the  metal  which 
those  countries  would  require  in  order  to  resume  specie 
payments. 

Let  us  now  consider  the  legal  aspects  of  the  question 
under  discussion.  It  may  be  safely  asserted  that  the  demone- 
tization of  silver  is  a great  injustice,  since  it  modifies  all 
contracts  to  the  detriment  of  those  whose  interests  are  most 
worthy  to  be  considered  — namely,  the  debtors.  They  have 
at  present  the  right  of  paying  their  debts  either  in  gold  or 
silver  at  their  option,  and  to  deprive  them  of  that  right, 
and  oblige  them  to  pay  in  gold  only,  at  the  very  moment 
when  by  the  act  of  demonetizing  silver  the  value  of  gold 
has  been  considerably  increased,  would  be  a grave  hardship. 
It  would  be  sacrificing  the  tax-payers  for  the  benefit  of  the 
bond-holders. 


t -1 


* A leading;  Swiss  banker,  in  a recent  letter  to  the  translator,  confirms  this^  statement.  He 
says  that,  notwithstanding  the  partiality  of  the  Federal  Government  of  Switzerland  for  the 
single  gold  standard,  the  people  cling  to  the  silver  five-franc  piece,  and  regard  gold  as  the 
money  of  the  aristocratic  classes.  (T  r.) 

t The  report  of  Ministers  Mingheiti  and  Finali  (referred  to  in  note  to  p.  states  that 

the  metallic  circulation  of  Italy  before  1866,  when  specie  payments  were  suspended,  was 
about  two  hundred  millions  of  dollars,  a sum  which  has  been  replaced  by  an  eqiuil  amount 
of  “ consortial  notes,"  issued  by  the  banks  and  guarantied  by  the  Government.  The  report 
of  the  House  of  Commons  Committee,  p.  xlii..  shows  that  most  of  the  metallic  stock  of  Italy 
has  been  exported  since  specie  payments  were  suspended.  Precise  information  is  not  to  be 
obtained  as  to  the  amount  of  the  precious  metals  existing  in  the  countries  now  under  the 
regime  of  paper  money  ; hut  aside  from  France,  it  may  be  safely  assumed  that  the  existing 
stock  will  have  to  he  largely  replenished  before  resumption  can  take  place.  (Ir.) 
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The  remedy  for  all  the  embarrassments  to  which  the 
monetary  question  is  giving  rise,  is  pointed  out  by  M.  Cer- 
nuschi  ; it  is  the  adoption  by  all  countries  of  the  relation 
between  gold  and  silver  of  i to  15^.  Let  each  country 
retain  its  peculiar  coinage  — its  marks,  its  dollars,  its  florins, 
its  pounds  — but  let  all  allow  unlimited  payments  in  either 
gold  or  silver,  in  the  proportion  adopted  by  the  French  law 
of  Germinal,  An.  XL  There  would  thus  be,  in  all  civilized 
countries,  a universal  bi-metallic  money.  The  advantages 
which  would  result  from  it  are  numerous,  as  M.  Cernuschi 
demonstrates.  Such  an  international  system  would  have  for 
its  effect — 

1.  To  make  the  relative  values  of  gold  and  silver  much 
more  stable. 

2.  To  reduce  to  a minimum  the  variations  in  the  power  of 
commanding  a supply  of  money  — which  arise  from  variations 
in  price.* 

3.  To  raise  the  market  price  of  silver,  the  present  decline 
in  which  is  chiefly  due  to  a refusal  to  admit  it  to  coinage. 

4.  To  escape  the  incalculable  losses  and  convulsions  in  the 
money  market,  which  would  be  caused  throughout  the  world 
by  the  demonetization  of  silver. 

5.  To  facilitate  the  adjustment  of  balances  with  India  or 
China,  where  silver  alone  circulates,  an  adjustment  which 
would  offer  great  difficulties  if  Europe  should  have  hereafter 
only  a gold  currency. 

6.  To  render  easier  the  resumption  of  specie  payments  in 
countries  which  are  now  under  the  regime  of  inconvertible 
paper  money. 

The  Dutch  Monetary  Commission  of  1873,  composed  of  men 
exceptionally  competent  in  financial  matters,  proposed  the 
same  solution  of  the  problem  as  M.  Cernuschi  : “We  desire,” 
they  said,  “ to  see  the  double  standard  adopted  everywhere  in 
Europe,  with  the  same  proportional  relation  between  gold 
and  silver.  This  principle  applied  over  so  large  a territory 
would  exercise  such  authority  on  the  actual  values  of  com- 
mercial markets,  that  the  prices  of  the  precious  metals  would 
derive  from  it  a steadiness  unknown  up  to  the  present  time.” 
This  is  an  admirable  solution  of  the  whole  matter  expressed 
in  a few  words.  But,  objects  M.  Chevalier,  law  is  incapa- 
ble of  fixing  arbitrarily  the  price  of  products.  I reply  that 
although  by  a naked  decree  it  can  effect  nothing,  yet  it  can 
exercise  immense  influence  by  stimulating  demand. f If  the 
production  of  silver  increases  its  price  falls,  and  there  is  an 

* A large  portion  of  exports  ami  imports  of  the  precious  metals  are  mere  operations  of 
arbitrage  : that  is,  of  draft  or  remittance  of  anything  (bills  or  specie)  which  will  yield  a 
small  profit.  If  gold  and  silver  had  everywhere  the  .same  relative  price  established  by  legis- 
lation, there  would  be  no  such  thing  as  a better  market  for  either,  and  consequently  no 
exports  or  imports  except  such  as  were  required  to  settle  commercial  balances.  (Tr.) 

f When  Helgium  first  established  its  nickel  coinage,  the  metal  was  worth  eleven  francs  a 
kilogram.  It  was  worth  twelve  francs  in  1870.  When  the  German  Government  began  to 
manufacture  its  token  turrency  of  nickel,  the  price  rose  to  thirty-five  francs  : it  is  still  thirty 
francs.  The  demand  for  coinage  purposes  has,  therefore,  enhanced  the  price  three-fold. 
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advantage  in  coining  it  ; hence  an  increased  demand 
which  arrests  the  decline.  And  if  the  coinage  were  to  take 
place  all  over  Europe,  on  the  same  conditions,  it  would  open 
an  immense  field  of  employment,  which  would  absorb  the 
surplus  production,  and  render  the  decline  in  price  very 
moderate  and  inappreciable.^ 

Suppose  that  Germany  had  not  attempted  to  expel  silver, 
thus  forcing  Holland  to  imitate  the  Latin  Union,  in  limiting 
the  coinage  ; the  one  hundred  millions  francs  of  excess  Avhich 
the'  United  States  are  producing,  would  have  penetrated  into 
the  circulation  of  Europe  without  producing  the  slightest  dis- 
turbance. 

Germany  has  the  greatest  interest  in  maintaining  the 
simultaneous  employment  of  the  gold  and  silver  which  she 
still  possesses  ; for  she  cannot  retain  her  gold  except  at  the 
price  of  heavy  sacrifices,  and  by  keeping  the  rate  of  discount 
always  very  high.  It  is  even  doubtful  if  she  can  retain  it  at 
all,  and  in  that  case,  with  a circulating  medium  too  seriously 
depleted,  the  country  would  be  delivered  over  to  a permanent 
monetary  crisis. 

The  United  States  must  naturally  desire  to  keep  up  the 
value  of  the  silver  which  they  produce  at  their  mines,  for 
with  a heavy  fall  in  that  metal,  many  of  those  mines  would 
cease  to  be  profitable.  If  they  wish  to  preserve  that  source 
of  wealth,  they  ought  to  adopt  the  bi-metallic  money.  Eng- 
land and  Holland  have  evidently  an  interest  in  pursuing  the 
same  course,  by  reason  of  their  relations  with  their  Asiatic 
colonies,  which  have  the  silver  standard.  As  to  France,  and 
her  monetary  allies,  it  is  evident  that  they  could  not  come  to 
a single  standard  of  gold  without  encountering  immeasurable 
difficulties  of  the  same  sort  as  those  which  Germany  is  now 
meeting,  and  if  they  were  to  reach  it  in  the  end,  it  would 
involve  the  deplorable  result  of  augmenting  the  charge  of 
their  public  debts,  by  the  enormous  increase  in  value  which 
gold  would  factitiously  have  acquired,  in  becoming  hence- 
forth the  only  medium  of  payment. f 

The  silver  mines  of  America  would  be  stricken  with  bar- 
renness, the  value  of  the  stock  of  silver  existing  in  the  world, 
estimated  at  twenty-five  to  thirty  milliards  of  francs,  ( five  to 
six  thousand  millions  of  dollars,)  would  be  reduced  by  one- 
half.J  In  the  States,  the  owners  of  mortgaged  property, 

* Mr.  Bagehot,  editor  of  the  Econojnisty  testified  before  the  House  of  Commons  Committee, 
that  if  it  had  not  been  for  the  change  of  policy  among  the  states  of  the  Latin  Union,  by 
which  the  coinage  of  silver  was  largely  reduced,  “ all  the  silver  which  is  now  flooding  the 
London  market  and  lowering  the  price,  could  have  been  long  since  in  the  mints  of  those 
countries  ; it  would  have  released  gold  from  them,  and  the  combined  effect  of  the  two  opera- 
tions would  have  been  — that  the  comparative  value  of  gold  and  silver  would  have  been  ver>' 
lUtle  altered,  probably  not  at  all.”  (Tr.) 

t This  reasoning  might  be  equally  well  applied  to  the  policy  of  nations  whose  existing  debt 
is  payable  in  gold  only.  Without  changing  the  nature  of  the  past  obligation,  the  burden  of 
it  in  future  would  be  made  heavier  or  lighter  by  the  absence  or  presence  of  silver  in  the 
currency.  (Tr.) 

t Sir  Hector  Hay,  a bullion  broker,  testified  before  the  Hou.se  of  Commons  Committee,  that 
f France  were  to  demonetize  silver,  it  might  go  to  half  a crown  an  ounce,  [sod.]  (Tr.) 
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industrial  companies  which  have  issued  bonds,  all  those  in 
short  who  have  debts  at  long  dates,  would  be  completely 
crushed  ; and  a crying  injustice  would  have  been  committed 
towards  them  ; the  instrument  of  exchange  would  have  been 
rendered  scarcer  and  as  a consequence,  there  would  follow  a 
contraction  of  credit,  a rise  in  the  rate  of  discount,  and 
monetart'  crisis.  The  restraint  and  embarrassment  from 
which  Germany  suffers  in  her  unfortunate  attempt  to  estab- 
lish a gold  standard,  would  extend  to  the  whole  world  ; the 
relations  of  Europe  with  the  extreme  East  would  be  pro- 
foundly troubled,  as  has  indeed  already  happened  ; and  all 
these  disturbances  would  have  been  fomented  for  the  sake 
of  establishing  an  abstract  and  disputed  principle  ! 

Economists  who  attach  themselves  to  absolute  theories,  are 
very  much  like  the  political  philosophers  of  the  eighteenth 
century,  from  whom  they  are  descended.  They  follow  out 
at  whatever  cost,  what  seems  to  them  a simple,  logical, 
rational  principle,  without  taking  any  account  of  nature, 
history  or  traditions.  They  assert  that  in  the  matter  of 
money,  there  needs  to  be  but  one  metal,  precisely  as  in  legis- 
lation there  needed  to  be  but  one  Chamber.  A nation  has 
but  one  will,  how  absurd  then  to  give  it  two  organs  to 
express  that  will,  and  it  is  no  less  absurd  to  have  two  metals 
with  which  to  carry  on  their  exchanges,  when  one  metal  only 
would  suffice.  History,  on  the  contrary,  shows  us  that  civi- 
lized nations  have  always  made  use  of  both  metals  as  money.* 

We  are  to-day  witnessing  a revolt  against  the  natural 
and  historical  necessity  which  this  fact  reveals,  and  the  ban- 
ishment of  silver  is  demanded.  Without  doubt  it  can  be 
accomplished  ; a single  section  of  a law  will  do  it.  But  it  is 
impossible  to  foresee  the  disastrous  consequences  which  would 
result  from  such  a measure.  The  profound  trouble  into  which 
the  monetary  reform,  attempted  by  Germany,  has  plunged 
the  circulation  of  the  whole  world  as  well  as  its  own,  can 
give  us  but  a faint  picture  of  the  miseries  which  would 
ensue  if  all  other  civilized  nations  were  to  follow  her  example. 


* The  total  production  of  both  metals  in  the  last  nine  year'*  has  remained  stationary,  and 
in  the  last  two  years  it  has  rather  declined.  Is  this,  then,  the  time  to  prohibit  the  use  of  one 
of  these  metals? 
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imiuslrial  companies  whicli  liave  is.'.ucd  bonds,  all  tliose  in 
sliort  who  have  debts  at  lonc^  dales,  would  be  comjdetelv 
crushed  ; and  a crvine:  injustice  would  have  been  committed 
towards  tiiem  ; the  instrument  of  excliane,*e  would  have  been 
remiered  scarcer  and  as  a consecpience,  there  would  follow  a 
contraction  of  credit,  a rise  in  the  rate  of  discount,  and 
monetary  crisis.  The  restraint  and  tmibarrassment  from 
which  (icrmany  siufers  in  her  unfortunate  attempt  to  estab- 
lisli  a <4old  standaril,  would  extend  to  the  wlude  world  : the 
relations  ot  hhirope  with  the  extreme  East  would  be  pro- 
loiindly  troubled,  as  has  indeed  already  hap])ened  ; and  all 
iliese  disturbances  woidd  have  been  fomented  for  the  sake 
ot  establishing'  an  abstract  and  disputed  j^rinciple  I 

1‘T‘onoinists  who  attach  themselves  to  abst)lute  theories,  are 
very  much  like  tlie  political  philosophers  of  the  eie;liteenth 
century,  from  whom  they  are  descended.  They  follow  out 
at  whatever  cost,  what  seems  to  them  a simple,  logical, 
rational  principle,  without  taking;  any  account  of  nature, 
history  t/r  traditions.  Tliey  assert  that  in  the  matter  of 
money,  there  needs  to  be  but  one  metal,  preciselv  as  in  le^fis- 
lati'ui  there  mmded  to  be  but  one  Chamber.  A nation  has 
but  one  will,  how  absurd  then  to  e;ive  it  two  ore;ans  to 
express  that  will,  and  it  is  no  less  absurd  to  have  two  metals 
witli  which  to  carry  on  their  exchaiiLjes,  wiien  one  metal  only 
would  sul'lu'c.  History,  on  the  contrary,  shows  us  tliat  civi- 
lized nations  have  always  made  use  of  both  metals  as  money. 

We  are  to-day  witnessim^  a revolt  aj^ainst  tlie  natural 
and  historical  necessity  which  this  fact  reveals,  and  the  ban- 
ishment of  silver  is  demanded.  Without  doubt  it  can  be 
accomplished  : a sin<rle  section  of  a law  will  do  it.  Hut  it  is 
inipossil)le  to  luresee  the  disastrous  conset|uences  which  would 
result  from  such  a measure.  The  jwofound  trouble  into  which 
the  monetary  reform,  attempted  i)y  (iermany,  has  pinniped 
Lhe  circulation  of  the  whole  world  as  well  as  its  own,  can 
cjive  us  but  a faint  picture  of  the  miseries  which  would 
ensue  if  all  other  civilized  nations  were  to  follow  her  exam]>le. 


riic  t-  'lal  li-  'ij 

Jiua.iK  in  the  la-.l 

nine  year 

ha>  remained 

till*  la-i  IV.  > \car--  ii  ha*^ 

ratlii 

r ili'cliucil.  I•^  thi''. 

then,  tile 

linir  to  ]»r')hiliit 

G'a.V/ 

S//rrr. 

Tottil . 

I '''  - i!i  illi'  •!’ 

- .T  . 

"Hal ' 1 1'. 

S4 

170 

1 - ,s 

1 i 

....  I ^ 

I ji  . . . 

45'.- 

....  It.',', 

1S70 

“ i j'> 

5‘h- 

1..7P. 

i"7i 

ii-.K 

M 

177' 

1 1 > I • .*  ... 

' 

> . 

‘‘  10 p . . . 

17P.. 

1^74 

■ n > ' • ... 

;oP- 

....  l<i  J 

wr!'- 

• f-j 

]5(,'v 

. V \ Cl'.i  ac 

I ‘ j'  j j ... 

5S.S 

los 

TUK  BANKER’S  MAGAZINE 


statistical  Slcgistcv. 


I ' 


Devoted  to  the  discussion  of  the  Financial  Topics  of  the  d<nj,  to 
ovigiwd  and  selected  articles  upon  the  principles  and  practice  of 
Banking  and  the  Lairs  relating  thereto,  and  to  Statistics  in  refer- 
ence to  Banks,  Finance  and  Political  Economy  in  general. 

In  addition  to  its  uidaahle  statistical  and  economic  information, 
the  Banker’s  Magazine  furnishes  reports  of  all  Legal  Decisions 
important  to  hanks  and  their  dealers.  Each  number  cont a i ns  al.so 
a careful  record  of  all  recent  changes  among  banks  and  bankers. 

The  volumes  of  this  JJagazine  ])resent  a,  full  ejntome  of  finan- 
cial events  in  the  United  States  for  the  last  thirty  years.  As  a 
icork  of  reference  it  is  often  found  to  be  invaluable,  ichile  its 
immediate  usefulness  as  a source  of  information  is  a pjireciatcd 
by  a steadily  u'idening  circle  of  readers. 

The  volieme  contains  1,000  paTcs  yearly,  ivith  a copious  index. 
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